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Dear Supervisors:

DEPARTMENT OF PUBLIC SOCIAL SERVICES:
RECOMMENDATION TO APPROVE AND AWARD SYSTEM MAINTENANCE AND

OPERATIONAL SUPPORT SERVICES AGREEMENT
WITH ELECTRONIC DATA SYSTEMS CORPORATION FOR
GAIN EMPLOYMENT ACTIVITY AND REPORTING SYSTEM

(ALL DISTRICTS AFFECTED) (3 VOTES)

CIO RECOMMENDATION: APPROVE (X) APPROVE WITH MODIFICATION ()
DISAPPROVE ( )

SUBJECT

The Greater Avenues for Independence (GAIN) Employment Activity and Reporting System
(GEARS) is the existing system that supports and automates the Los Angeles County's
(County) case management and administration of the California Work Opportunity and
Responsibility to Kids (CaIWORKs) Welfare-to-Work (WtW) program. GEARS performs critical
business processes which support case assignment, case management, and the scheduling
and tracking of work experience referrals, post-employment services, and supplemental and
supportive services. In order to maintain critical County services, the Department of

Public Social Services (DPSS) is recommending approval of a seven year agreement, with
optional extensions of up to 24 additional months, with Electronic Data Systems Corporation
(EDS or Contractor).

"To Enrich Lives Through Effective And Caring Service"
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IT IS RECOMMENDED THAT YOUR BOARD:

1. Approve and instruct the Chair to sign the attached agreement with EDS effective upon
Board approvaL. The agreement has a seven year term, which can be extended up to
24 additional months in month-to-month or other County specified extension periods for a
maximum agreement amount of $75,310,263. Pursuant to the agreement, the Contractor
will provide: (1) project management services; (2) system and data center services;
(3) system maintenance and operational support services; (4) modifications and/or
enhancements; and (5) related professional services and additional services, as defined in
the agreement. The total associated cost is financed 100 percent with State funds. Funding
for this agreement is included in the Fiscal Year (FY) 2008-2009 Proposed Budget.

2. Delegate authority to the DPSS Director, to approve and execute: (1) amendments to
exercise extension options; and (2) amendments for use of funding (known as pool dollars)
to obtain professional services to support the project outside the scope of maintenance and
operational, and modifications and/or enhancements.

3. Delegate authority to the DPSS Director, or his designee, to approve and execute change
notices that: (1) does not affect the scope of work, term of agreement, maximum agreement
sum, payments, or any terms or conditions included under the agreement; and (2) service
requests for modifications and/or enhancements.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

GEARS services are currently provided through an agreement with EDS, which will expire on
November 30,2008. The proposed agreement with EDS wil replace the current agreement and
ensure the Contractor provides: (1) project management services; (2) system and data center
services; (3) system maintenance and operational support services; (4) County requested
modifications and/or enhancements to comply with changes to applicable federal, State, and/or
local laws and regulations, and to provide modifications and revisions of System functions; and
(5) County requested professional services that may include hardware, software, and/or other
consulting services, which support the project and are beyond the scope of maintenance and
operational and modifications and/or enhancements, and additional services that are necessary,
if estimated production volumes of GEARS transactions, Telnet user IDs, and/or print lines are
exceeded.

GEARS functionality, as directed by the State, will be included in the LEADER Replacement
System (LRS). The State based their decision to incorporate GEARS functionality on
Welfare and Institutions Code 10823(a) (1), which requires the California Department of
Social Services, Offce of Systems Integration Branch, implement a Statewide Automated
Welfare System (SAWS), for a variety of public assistance programs, including CaIWORKs.
The statute further establishes that SAWS can include no more than four county consortia
systems. Therefore, to conform to the State statute, and in keeping with the other county
consortia systems, the WtW component will be included in the LRS. Upon full production and
implementation of LRS, DPSS intends to recommend to your Board that the GEARS agreement
be terminated for convenience.
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Implementation of Strategic Plan Goals

The recommended action is consistent with the principles of the Countywide Strategic Plan Goal
NO.3: Organizational Effectiveness, by ensuring that GEARS remains an efficient, effective,
and goal-oriented service delivery system; and Goal NO.4: Fiscal Responsibility, by
strengthening the County's fiscal capability.

FISCAL IMPACT/FINANCING

Completed negotiations of this agreement have resulted in DPSS entering into a cost effective
agreement with a range of services that will greatly benefit the Department and the GAIN
participants. Funding required for FY 2008-09 for this agreement is included in DPSS' proposed
annual budget. Future funding wil be included in subsequent FY departmental budget

requests. The total maximum cost of the seven year agreement, and the optional extensions of
up to 24 additional months, is $75,310,263. Funding for this agreement is included in the
CalWORKs single allocation and is financed 100 percent with State funds. As the CalWORKs
Maintenance of Effort requirement has already been (or will be) met by the County, there will be
no net County cost (NCC) for FY 2008-2009.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The Contractor is in compliance with all Board and Chief Executive Offcer (CEO) requirements.
The agreement has been reviewed and approved as to form by County CounseL. In accordance
with your Board's policy of employing outside counsel for certain information technology

contracts, the law firm of Mitchell Silberberg and Knupp, LLP (MSK) was retained and
participated with DPSS and County Counsel in the negotiations, review, and finalization of the
agreement, and recommends Board approval of the agreement.

Except as described below, the agreement contains all applicable Board mandated provisions,
including those pertaining to consideration of hiring qualified County employees targeted for
layoffs, consideration of hiring qualified GAIN/GROW participants, Contractor's responsibility
and debarment, recycled bond paper, and compliance with the Jury Service Ordinance,

Safely Surrendered Baby Law, and the Child Support Program. DPSS has determined this
agreement is not subject to: (1) Living Wage Ordinance; (2) the Local Small Business

Enterprise Preference Program; or (3) the Transitional Job Opportunities Preference Program;
and, therefore, they are not included in the agreement.

The following terms and conditions have been negotiated for inclusion in the agreement, and
CEO Risk Management has reviewed and approved the agreement provisions relating to
insurance and indemnification.

1. Assignment and Delegation - This provision allows the Contractor to assign, without
County consent, its rights to payments to financial institution(s) or other third party(ies),
but the County is under no obligation to adjust its normal payment procedures to
accommodate the Contractor or the assignee(s).
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Contractor is not required to obtain County's written consent in the event of a change of
majority control. However, Contractor must notify County within ten business days after
a public announcement of a change in the majority controlling interest, or if there is no
public announcement of such a change of control, Contractor must notify County of the
change within ten business days following the effective date of the change of control. If
County determines that the change of control would prevent Contractor from being
qualified and eligible to receive a contract award under applicable federal, State, and/or
County laws, regulations, and/or policies (e.g., the majority control of Contractor is held
by a debarred entity), then County may terminate this agreement.

2. Budget Reductions - In the event that County adopts a budget that provides for
reductions with respect to County agreements, County cannot impose a reduction in
Contractor's labor rates, salaries or benefits, and any reduction in payment by County to
Contractor would be accompanied by a comparable reduction in the services provided

by the Contractor.

3. Indemnification - These provisions clarify damages, costs, and expenses for which
County is indemnified by Contractor and provide specific events under which

indemnification will not occur (e.g., misuse of the System by County).

4. General Insurance Requirements - These provisions require that the Contractor secures
insurance that is rated at least A-minus, maintain professional liability insurance of at
least $5 million per claim, $1 million of crime coverage for employee dishonesty, and
$1 million performance security bond.

5. Limitation of Liability - The Contractor's liability under the agreement for actual damages
is, with certain exceptions, limited to the maximum agreement sum of approximately
$75 million during the entire term of the agreement. Specifically, this provision limits the
Contractor's liability, provided that it does not result from: (1) cost of cover (e.g., in the
event of County termination of the agreement for default); (2) breach of certain
confidentiality or intellectual property rights; (3) personal injury and property damage;
and (4) acts of gross negligence or willful/intentional tortuous conduct in the performance
or nonperformance of its obligations under the agreement, to the maximum agreement
sum. Except where any of the four circumstances enumerated above may apply, neither
the Contractor nor County are liable for any amounts for loss of income, profit or
savings, or indirect, incidental, consequential, exemplary, punitive, or special damages.

6. Most Favored Public Entity - If the Contractor provides the same aggregate goods and
services, under the same quantity and delivery conditions, to another public entity in the
State of California at prices below those in this agreement, then such prices will be
extended to County.

7. Nondiscrimination and Affrmative Action - The Contractor shall allow County

representatives' reasonable access to its employment records only of those who have
performed work under this agreement.
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8. Record Retention and Inspection/Audit Settement - The Contractor shall maintain
accurate and complete financial records of all activities under this agreement. County
shall have access to such records, but will not have access to internal cost records,
including profit and loss statements, unless required by State or federal law or
regulation. However, if County desires to extend the agreement beyond the potential
nine years, and the Contractor proposes a price for such extension which County

believes is unreasonable, then the Contractor will allow County to access cost
information and related data necessary for County to determine the reasonableness of
the Contractor's price.

9. Termination for Default - This provision includes a notice and cure period of thirty days
for certain defaults. If the Contractor does not remedy the breach, then County can
terminate the agreement.

Additionally, the agreement includes a detailed listing of performance requirements, standards,
and liquidated damages to reasonably assure that services are rendered in accordance with the
agreement. DPSS wil monitor the Contractor's performance to ensure that the established
standards are met.

County may terminate the agreement for County's convenience with a thirty day prior written
notice. The agreement also contains a provision that limits County's obligation, if the
Board of Supervisors does not appropriate funding for each year of the agreement.

Other than the Contractor's obligations under the agreement's survival provision (e.g., relating to
System ownership, indemnification, etc.), the Contractor wil have no obligation to perform
services once the Contractor has received payments equal to the maximum agreement amount.
However, if County notifies the Contractor that County anticipates increasing the maximum
agreement amount pursuant to an amendment, then pending such amendment, the Contractor
agrees to continue to provide services without interruption.

During agreement negotiations, it was revealed that Hewlett-Packard is in discussions to
acquire EDS. While the specifics of such a possible acquisition are not fully known at this time,
DPSS has commenced a review of the possible acquisition utilizing the Board Policy on
Contractor Merger/Acquisitions, and in accordance with the negotiated Assignment and
Delegation language as described above. We will keep your Board apprised of this potential
acquisition as more definitive information becomes available.

CONTRACTING PROCESS

Ongoing operations, support, maintenance, and improvements for GEARS was solicited through
a competitive process and in accordance with California Department of Social Services

regulations on Purchase of Service, Chapter 23-600.
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On April 4, 2007, DPSS released the GEARS Request for Proposals (RFP) to solicit proposals
from qualified vendors to provide ongoing operations, support, maintenance, and improvements
for GEARS. The vendor community was notified of the RFP release by:

· Posting the RFP solicitation document and contracting opportunity announcement on the
County's "Doing Business with Us" website and the DPSS contracting portal;

· Releasing a notice via electronic mail to 23 vendors; and
· Advertising in the following newspaper periodicals: Los Angeles Times, Orange County

Register, Hoy, Daily News, and the Korea Times.

Sixteen vendors attended the Proposer's Conference that was conducted on April 18, 2007. By
the solicitation deadline, August 9, 2007, one proposal was received from EDS, the incumbent
GEARS vendor. In keeping with standard procurement protocol, an evaluation committee
consisting of the CIO and DPSS staff representing various divisions throughout the Department,
performed a detailed assessment and evaluation of the EDS proposaL. It was determined by the
evaluation committee that EDS met all County requirements and had the capability of providing
all the proposed services.

The GEARS functionality is scheduled to be incorporated into LRS, and DPSS is currently in the
process of selecting an LRS vendor through a competitive procurement process. Approval of
this GEARS agreement will ensure that GEARS staff provides uninterrupted WtW support and
specialized support services while the competitive procurement for the design, development,
and implementation of LRS is completed. Once LRS has reached full production and
implementation, the GEARS agreement will be terminated for convenience.

DPSS has evaluated and determined that this is not a Prop A contract; and, accordingly, the
Living Wage Program (County Code Chapter 2.201) does not apply.

IMPACT ON CURRENT SERVICES

GEARS is an essential automated system that supports the CalWORKs WtW program. Board
approval of the agreement will allow DPSS to assure that critical services to County will be
maintained until LRS is fully implemented. There is no employee impact as a result of this
agreement since services are currently provided by contracting with EDS.
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CONCLUSION

Upon approval and execution, the Executive Officer, Board of Supervisors, is requested to
return one adopted stamped Board letter and three signed originals of the agreement to the
Director of the Department of Public Social Services.

Respectfully submitted,

WIL~Fs!
Chief Executive Offcer

~J
Richard Sanclì

Acting Chief Information

WTF:SRH:MS
GP:JB:cvb

Attachments

c: County Counsel

Chief Information Officer
Department of Public Social Services
Auditor-Controller

GEARS Board Letter 06-26-08.doc



ATTACHMENT I

CIO ANALYSIS
AGREEMENT WITH ELECTRONIC DATA SYSTEMS CORPORATION

FOR MAINTENANCE AND OPERATIONS SUPPORT SERVICES
AND MODIFICATIONS AND/OR ENHANCEMENTS FOR

GAIN EMPLOYEMENT ACITIVITY AND REPORTING SYSTEM (GEARS)

CIO RECOMMENDATION: C8 APPROVE D APPROVE WITH MODIFICATION

D DISAPPROVE

Contract Type:
C8 New Contract
D Sole Source Contract

D Contract Amendment
D Hardware Acquisition

D Contract Extension
D Other

New/Revised Contract Term: Base Term: Z Years # of Option Yrs 6

Contract Components:
D Softare D Hardware
C8 Professional Services

D Telecommunications

Project Executive Sponsor: Michael Sylvester, Assistant Director, Bureau of Contract
and Technical Services

B d I fu iaet n ormation :
Y-T-D Contract Expenditures $ 0
Requested Contract Amount $75,310,263
AQQreQate Contract Amount $75,310,263

C8 D
C8 D
D C8

.. .
Is this project legislatively mandated? GEARS is a requirement of California's
Welfare-to-Work N\t pro ram.

Is this project subvented? If yes, what percentage is offset? 100% funded by the
State.
Is this projecUapplication applicable to (shared use or interfaced) other
departments? If es, name the other de artment s involved.

C8 D

C8 D

.. .
Is this project in alignment with the County of Los Angeles Strategic Plan? This
Agreement ensures that GEARS remains an efficient and effective welfare service
delive s stem.

Is this project consistent with the currently approved Department Business
Automation Plan?
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~ D
Does the project's technology solution comply with County of Los Angeles IT
Directions Document? GEARS provides DPSS with the capability to conduct
services electronically.

~ D Does the project technology solution comply with preferred County of Los Angeles
IT Standards?

D ~ This contract and/or project and its milestone deliverables must be entered into the
Information TechnoloQY TrackinQ System (ITTS).

Project/Contract Description:

The Department of Public Social Services (DPSS) is seeking your Board's approval for an
Agreement with Electronic Data Systems Corporation (EDS) for (a) Project Management
Services, (b) System and Data Center Services, (c) System Maintenance and Operational
(M&O) Support Services, (d) Modifications and/or Enhancements (M&E) and (e) related
Professional and Additional Services, as defined in the contract. The Department is also
seeking Board authorization to execute Amendments to exercise' optional years, to utilize
professional services contract pools, and to execute change orders. The term is for seven
years with optional extensions up to 24 months with a Maximum Contract Sum of $75,310,263.

Background:

GEARS is the computer system that supports and automates the County's case management
and administration of the California Work Opportunity and Responsibility to Kids (CaIWORKs)
Welfare-to-Work (WtW) program. GEARS performs business processes that support case
assignment, case management, scheduling and tracking of work experience referrals, post-
employment services, and supplemental and supportive services.

SystemHouse was the prime contractor from 1988 through 1993 for the design, development,
implementation and operation of GEARS. In 1993, EDS was selected as prime contractor,
through a competitive solicitation for GEARS M&O and M&E services. The current contract
with EDS expires November 30, 2008.

For the continued operation and enhancement of GEARS, the California Department of Social
Services (CDSS), Offce of Systems Integration (OSI) Branch required a competitive
solicitation for the renewal of the GEARS Agreement. EDS submitted the only proposal in
response to the competitive solicitation. The proposed Agreement will provide continued
operation and enhancement of GEARS through July 2015.

The State of California (State) now requires a single Statewide Automated Welfare System
(SAWS) for its public assistance programs. Consequently, Los Angeles County's
implementation of California's Welfare-to-Work (WtW) functionality (i.e., GEARS) will be
included in the new LEADER Replacement System (LRS). Once LRS is in production, this
proposed Agreement will be terminated for convenience.
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Project Justification/Benefits:

The GEARS is a state mandated system for welfare case assignment, case management, and
the scheduling and tracking of work experience referrals, post-employment services, and
supplemental and supportive services. This proposed Agreement will ensure that GEARS staff
provides uninterrupted WtW Support and Specialized Support Services to the community while
LRS is fully implemented.

In addition to these services described above, the proposed Agreement provides additional
system enhancements for increased reliabilty, improved system performance, and more
effective disaster recovery, which are scheduled to be completed within three months after the
Agreement Effective Date. These include:

· Replacing the system hardware (web servers, web reporting servers, storage, and load
balancers) for production environment to ensure the System technology currency;

· Co-locating web servers and web reporting servers for production environments with
mainframe at Sacramento Data Center for faster system response time and improved
system performance; and

. Improving the GEARS disaster recovery capability by:

o Upgrading network connectivity and data accessibility via the EDS Global Service
Network (GSN) between the primary locations and the back-up locations;

o Implementing a warm site that will provide a mirror of production data that wil allow for
a rapid recovery of all data; and

o Implementing EDS Gateway routers to connect to LAnet/EN at ISD Downey site and
ISD Eastern back-up site.

Project Metrics:

The proposed Agreement includes fixed price deliverables and Service Level Agreement (SLA)
to ensure appropriate contractor performance.

Impact On Service Delivery Or Department Operations, If Proposal Is Not Approved:

The Department will not be able to provide continued welfare services to its clients if the
proposed Agreement is not approved. The State mandates an electronic system for welfare
case assignment, case management, and the scheduling and tracking of work experience
referrals, post-employment services, and supplemental and supportive services.

Alternatives Considered:

There were no other alternatives considered. California State law requires a competitive
solicitation for the continued operation of an automated system for welfare case assignment,
case management, and the scheduling and tracking of work experience referrals, post-
employment services, and supplemental and supportive Services. The GEARS contract is the
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result of that competitive solicitation. As directed by the State, Los Angeles County's
implementation of California's Welfare-to-Work NVtW) functionality, GEARS, will be included in
the LEADER Replacement System (LRS) and this proposed contract will be terminated for
convenience to avoid operating two parallel systems. The timing for the termination is
projected to occur in year five or year six of this proposed Agreement.

Project Risks:

The Agreement risks are minimal as it calls for the continued operation and enhancement of
the existing GEARS system. EDS, the incumbent GEARS contractor, has consistently met
Service Level Agreement (SLA) for system reliability and performance under the current
Agreement.

Risk Mitigation Measures:

The proposed Agreement contains SLA's to ensure the County receives continued reliability,
system performance and disaster recovery.

Financial Analysis:

The maximum contract sum for the proposed Agreement is $75,310,263. The proposed
Agreement's M&O Support Services costs represent a $3.7M savings over the current contract
with increased services. The following table identifies base and option year costs of the
Agreement:

Description Cost
Year 1 (9months) $ 6,192,769
Year 2 $ 8,099,000
Year 3 $ 8,505,400
Year 4 $ 8,555,400
Year 5 $ 8,613,000
Year 6 $ 8,613,000
Year 7 $ 8,613,000
Option Year 1 $ 9,059,347
Option Year 2 $ 9,059,347
Total $75,310,263

EDS will have both the current GEARS contract and the new GEARS contract. These two (2)
contracts will overlap by three (3) months while the additional system enhancements for
increased reliability, improved system performance, and more effective disaster recovery are
implemented. The two (2) GEARS contracts will need to be managed concurrently by DPSS
during this timeframe.
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This action was mandated by the State to conform to the original requirements of the Request
for Proposal (RFP) and in keeping with County standard procurement practices. The current
contract MIO cost for these three (3) months is estimated to be $1,800,000.

CIO Concerns:

None.

CIO Recommendations:

The Chief Information Office supports this action and recommends approval by the Board.

cia APPROVAL

Date Received: 6-11-2008

Prepared by: James Hall

Date:

Approved:

Date:

P:\Drafts\CIO analysis for GEARS ver4.doc
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